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REPORT OF THE DIRECTORS 

OF 

The Cincinnati and Suburban Bell Telephone Co. 
For the Year 1941 


Cincinnati, Ohio, March 2,1942. 
To the Shareholders : 

The National Defense activities in our territory stimu¬ 
lated a continuous demand for expanding telephone 
service and facilities, both in connection with long dis¬ 
tance and local service throughout the year 1941. The 
growth in telephone stations of 14,401 was the largest 
for any year in the Company’s history. The gain for 
the year 1940 was 9,548 stations. The number of long 
distance calls in i941 increased 12.7 per cent over those 
in 1940. 

During the year 1941 there were 53,288 telephones 
installed and 38,887 telephones taken out, resulting in 
the net gain of 14,401 as shown above. At all times 
there is a surprisingly large turn-over in the subscrib¬ 
ers for telephone service and, as indicated here, it was 
necessary to install about 3.6 telephones in order to 
make a net gain of one in 1941. On December 31, 1941 
the Company had 213,284 telephones in service. 

Telephone operating revenues for the year 1941 were 
$11,918,380, an increase of 7.3 per cent over 1940. Tele¬ 
phone operating expenses including taxes were $9,167,- 
463, an increase of 9.9 per cent. The net income avail¬ 
able for dividends was $2,606,031 and dividends amount¬ 
ing to $2,596,950 were paid. 

The large demand for all kinds of telephone service, 
together with replacements necessary to keep the tele¬ 
phone plant in condition to render first-class service, re¬ 
sulted in expenditures for new construction in the year 
1941 of approximately $3,156,000. Including the cost of 
materials reused, total additions to plant aggregated 
$4,197,270. Plant retirements during the year amounted 
to $1,829,269, leaving a net increase in, plant of 
$2,368,001. 

Taxes, which have become the Company’s largest 
item of expense and therefore have a material influ- 
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ence upon the rates charged our customers, again 
increased sharply over the previous year. Operating 
taxes in 1941 amounted to $2,713,933, an increase of 
$775,955, or 40 per cent, over 1940. Operating taxes re¬ 
quired 22.8 cents of each dollar of the Company’s rev¬ 
enue in 1941, compared with 10.4 cents ten years ago. 
In addition, taxes amounting to $23,571 were charged to 
construction. 

Previous reports to the shareholders have referred to 
the sales effort which has been carried on by a small 
carefully trained force of salesmen and by the employees 
of all departments of the Company. The need for con¬ 
serving telephone equipment, resulting from the 
changed conditions, prompted the modification of the 
sales policy during 1941 to one aim, conserving and 
promoting the most effective use by customers of their 
existing service arrangements. 

With the exception of the Kirby Exchange, which is 
in the process of installation, and which will be 
changed over to dial operation in June, 1942, it has 
been necessary to postpone the long range dial conver¬ 
sion program on account of the necessity for conserva¬ 
tion of critical materials. The Hamilton, Ohio Office, 
which had been scheduled for conversion to dial in 
December, 1942, and for which a building addition is 
about completed, will have to be operated as a manual 
office for the duration of the war. Other dial projects 
planned for Cincinnati and for the remaining manual 
offices in our territory must also await availability of 
material. As of the end of the year 1941, 75 per cent of 
all telephones in the Company had been converted to 
dial. 

In order to provide funds for the heavy telephone 
plant construction due to the National Defense Program 
and to the general increase in business activities, the 
Board of Directors, on April 16,1941, announced to the 
shareholders a proposed offering of additional common 
capital shares. On May 29,1941, warrants were mailed 
to shareholders evidencing their rights to subscribe for 
the new shares on the basis of one new share for each 
ten shares held on May 12,1941. The rights were traded 
in on the Cincinnati Stock Exchange and at the close 
of the issue on July 2, 1941, 54,664 shares or 99.43 per 
cent of the proposed issue had been subscribed, result¬ 
ing in an increase of $2,733,200 in the Capital Stock 
account. 

At the end of the year there were 4,863 shareholders, 
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of which number 4,200, or approximately 87 per cent, 
were located in the vicinity of Cincinnati. The remain¬ 
ing 13 per cent were located in forty of the forty-eight 
states, Hawaii, Canada and England. 

On January 31, 1942, Mr. J. J. Becker, who has been 
with the Company since 1913, and who has been Vice 
President in charge of Accounts and Finance since 
March, 1940, retired under the Company’s Pension 
Plan. Mr. Becker has rendered valuable service to the 
Company throughout his years of service. He will con¬ 
tinue as a Director of the Company. 

Under the pension provisions of the Plan for Em¬ 
ployees’ Pensions, Disability Benefits and Death Bene¬ 
fits, which has been in effect since 1913, the Company 
maintains a Trust Fund irrevocably devoted to pension 
purposes. At the end of the year, 165 retired employees 
were receiving service pensions from the Trust Fund. 
Payments to retired employees from the Fund during 
the year amounted to $93,972. Sickness, accident, death 
and other benefits under the Plan, or supplementing the 
Plan, totaled $118,578 during 1941 and were charged 
to operating expense and other appropriate accounts. 
The Trustee’s report of the Pension Trust Fund as of 
December 31, 1941 is shown on Page 13. 

During the year $236,088 was paid to the Trustee 
of the Pension Trust Fund to provide for service pen¬ 
sions to employees under the Company’s Pension Plan. 
Of this total $100,306 represents an increase in the 
accrual rate. The Company believes the entire amount 
paid to the Trustee is properly chargeable to operating 
expenses. The Federal Communications Commission, 
however, challenged the charging to operating expenses 
of similar increases in accruals by certain Bell System 
Companies as not in accordance w'ith the established 
System of Accounts and recently issued a Proposed 
Report adhering to this view. This Company, while 
protesting the accounting, has included the amount of 
the increase for 1941 as a deduction from Income. 

In spite of continued efforts by the officers of the 
Company and a committee specially set up to work on 
accident prevention, the safety results achieved in 1941 
while good were not as good as the Company wants 
them to be. The general frequency rate of personal 
injury showed a slight upward trend for the first time 
since 1936. The automobile accident experience showed 
an encouraging improvement and very nearly reached 
the all-time good record established in 1939. The im- 
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portance of maintaining good telephone service under 
war conditions and the importance of avoiding lost 
time on the part of the employees who are not called 
into war service makes this accident prevention pro¬ 
gram for 1942 even more vitally important than in past 
years. 

Service throughout the year has been maintained at 
a high quality, both from the standpoint of technical 
service and of pleasing service. The building changes 
affecting the first and ninth floors of the 225 East 
Fourth Street Building, referred to in last year’s re¬ 
port, made it possible to set up a plan where all con¬ 
tacts with a group of subscribers, affecting the pay¬ 
ment of bills and other matters, are handled by a care¬ 
fully trained service representative who has on hand 
all the records necessary to give the subscriber per¬ 
sonalized service. This plan is now in complete oper¬ 
ation and the results are gratifying. The Company has 
also installed a system where teletypewriters are used 
to transmit orders for telephone installations or moves 
to the Plant Field Office simultaneously with the writ¬ 
ing of the service orders in the Commercial Office. This 
has made it possible to shorten the period from the 
time the application for a telephone is received until a 
telephone is installed. The installation and maintenance 
of telephones and equipment is of such excellent grade 
that telephones are out of service on the average of 
only once in thirty-two and one-half months. 

The importance of telephone facilities and service to 
the war effort and to civilian defense have made it 
advisable to take additional precautions to protect the 
telephone plant. Identification is required by every 
person entering our exchange buildings; additional 
guards and watchmen have been added where neces¬ 
sary; emergency power plants have been installed and 
complete plans have been worked out for prompt 
restoral of service if it is interrupted by floods, fires 
or any other cause. 

Since 1938, the Company has co-operated with the 
government by maintaining a payroll allotment plan to 
make the purchase of United States Bonds convenient 
for the employees. At the present time over 700 em¬ 
ployees are voluntarily participating in the plan. 
Payroll allotment plans are also available for payment 
on life insurance premiums, dues to the hospital service 
organization and payments to a credit union operated 
for and by the employees. 
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Employees who are called into military service under 
the Selective Training and Service Act of 1940, who 
are members of the National Guard or Reserves, or 
who enlist, are given military leaves of absence. Em¬ 
ployees with one year or more of service are paid the 
difference between their company wages and their 
government pay for the first three months of military 
service, and those with less than one year of service 
are paid the difference for the first two weeks of 
military service. Beginning with the time of the declar¬ 
ation of war and until January 1, 1943, employees in 
military service with eligible dependents became en¬ 
titled to further payments up to one-half of the differ¬ 
ence between their company wages and what they 
received from the government in pay and family al¬ 
lowances. 

In the accompanying financial reports, the expenses 
and revenues of the Citizens Telephone Company, 
which operates the Kentucky properties under lease, 
have been combined with those of The Cincinnati and 
Suburban Bell Telephone Company. 

In a Company where the objective is giving good 
service, it is absolutely necessary to maintain a co¬ 
operative spirit throughout the organization. Such a 
spirit has existed throughout the past year and the 
Officers and Directors wholeheartedly record their ap¬ 
preciation of the continued loyalty and co-operative 
work of all the employees during the year 1941. 

For the Board of Directors, 


A. J. Allen, 

President. 
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FINANCIAL STATEMENTS 


The Consolidated Balance Sheet and Income State¬ 
ment which follow on pages 8 to 11, inclusive, con¬ 
solidate the accounts of The Cincinnati and Suburban 
Bell Telephone Company and Citizens Telephone Com¬ 
pany. The latter company operates the Kentucky 
properties of The Cincinnati and Suburban Bell Tele¬ 
phone Company under a lease which provides that all 
net earnings of the lessee shall accrue to the lessor 
’' as rent. 

The accounts of these companies have been main¬ 
tained in accordance with Uniform Systems of Accounts 
prescribed for Telephone Companies by Federal author¬ 
ities since January 1, 1913—orginally by the Interstate 
Commerce Commission and since July, 1934, by the 
Federal Communications Commission. The presently 
prescribed accounting requires, with certain exceptions, 
that the accounts for telephone plant show the original 
cost of property at the time of its first dedication to 
the public use, whether by the accounting company or 
by a predecessor owner. The total shown for “Tele¬ 
phone Plant” on page 8 represents such original cost, 
which is substantially the cost of the plant to the 
Company. 

H. W. Heckle, 

General Auditor. 
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The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 


COMPARATIVE CONSOLIDATED BALANCE SHEET 

ASSETS 


Dec. 31, 1941 

PLANT AND OTHER INVESTMENTS: 

Telephone Plant.-••••••••.$48,222,917.20 

Comprised of land and buildings, rights of way. 
poles, wire, cable, underground conduit, switch¬ 
boards. telephones, office furniture, vehicles, 
tools, etc. At December 31. 1941, this property 
was classified in the accounts as follows : 

Telephone plant in service.$47,436,663.90 

Telephone plant under construe- ... 

tion _ 786.089.62 

Property held for future telephone 

use ...... __—•—. 1.263 68 

(See page 7.) 

Miscellaneous Physical Property. 46,301.94 

Real estate not now held for telephone purposes. 

Investment in Subsidiary Company. 32,936.70 

Capital stock. 

Other Investments. 4,000.00 

Mortgage notes. ______ 

Total Plant and Other Investments.$48 ,306,155.84 


Dec. 31 ,1940 
$45,856,783.32 


348,074.84 

32,936.70 

7,000.00 

$46,244,794.86 


CURRENT ASSETS: 

Cash .$ 1,335,067.82 

Working Funds . 10,864.66 

Temporary Cash Investments 2,402,400.00 

Funds temporarily invested in U. S. Treasury 
Tax Notes. 

Accounts Receivable . 888,058.75 

Amounts due for service (less reserve for un¬ 
collectible accounts), toll settlements, interest, 
dividends, rents and miscellaneous items. 

Material and Supplies. 740,908.23 

Principally for construction and maintenance 

purposes. _!- 

Total Current Assets. $ 5,377,299.46 

DEFERRED CHARGES: 

Prepayments.$ 48,033.70 

Rents, taxes, insurance, cost of directories, and 
other expenses prepaid and applicable to periods 
after close of year. 

Other Deferred Charges. ; . 17,329.38 

Miscellaneous items, the final disposition of 

which had not been determined at end of year._ 

Total Deferred Charges . $_65 ,363.08 

TOTAL ASSETS.$ 53,748,818.38 


$ 937,880.73 

10,989.71 
None 

767.755.54 

782.432.55 
$ 2,499,058.53 

$ 29,479.82 

23,468.13 

$T~ 52,947.9 5 

$ 48,796, 801.34 








































The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 


COMPARATIVE CONSOLIDATED BALANCE SHEET 

LIABILITIES 


Dec. 31,1941 

CAPITAL STOCK: 

Common Stock .$30,221,600.00 

Par value of common stock outstanding 
(Authorized 1,000,000 shares ; outstanding 
604,432 shares at December 31, 1941) 

Premium on Capital Stock. 72,756.47 

Amount received in excess of par value. 

Total Capital Stock.$30,294,356.47 

NOTES SOLD TO TRUSTEE OF PEN- 
SION FUND . $ 1,119,777.66 


Demand notes held by Trustee as an investment 
of pension trust funds not presently required to 
meet pension payments—see page 13. Under 
present arrangements with the Trustee, the 
Company expects to retire approximately 
$105,000 of these notes during 1942. 

CURRENT AND ACCRUED LIABILITIES: 

Advance Billing and Customers' Deposits..? 312,494.56 

Accounts Payable and Other Current 
Liabilities . 1,204,689.27 

Amounts owing for payrolls, supplies, toll set¬ 
tlements, and miscellaneous items which are in 
process of payment. 

Taxes Accrued but not Due.. 2,353,026.02 

Dividend declared, payable after close 
of year. 676,963.84 

Total Current and Accrued Liabilities. $ 4,547,173.69 
DEFERRED CREDITS ..$ 7,748.90 

Miscellaneous items, the final disposition of- — 

which had not been determined at end of year. 

RESERVES: 

Depreciation Reserve ..$13,933,966.52 

Provision to meet loss of investment in depre¬ 
ciable plant upon its ultimate retirement from 
service. 

Other Reserves .. 10,000.00 

Amount set aside for pending employee accident 
cases. 

Total Reserves .$13,943,966.52 

UNAPPROPRIATED SURPLUS $ 3,835,795.24 

Analysis of decrease during 1941: 

Net income after dividends.$ 9,080.56 

Miscellaneous Additions . 2,103.30 


Total Additions .$11,188.86 

Miscellaneous Deductions . 18.955.44 


Net Decrease ..$ 7,771.58 

TOTAL LIABILITIES .$53,748,818.38 


Dec. 31,1940 
$27,488,400.00 

72,756.47 

$27,561,156.47 

$ 1,212,658.80 


$ 289,205.56 

532,710.31 

1,571,787.04 

615,740.16 
$ 3,009,443.07 
$_9,065.47 


$13,152,367.49 

8,543.22 


$13,160,910.71 
$ 3,843,566.82 


$48,796,801.34 


H. W. Heckle, 
General Auditor. 
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The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 


Comparative Consolidated Income Statement 
Years Ended December 31,1941 and December 31, 1940 


Year 1941 Year 1940 


Local Service Revenues. $10,203,866.47 $ 9,573,446.97 

Toll Service Revenues. 1,218,044.80 1,077,504.51 

Miscellaneous Revenues. 501,569.74 466,115.88 

Revenues from directory advertising, rents and mis¬ 
cellaneous sources. _ _ 

Total . $11,923,481.01 $11,117,067.36 

Less—Uncollectible Operating Revenues 5,101.35 8,522.26 

Provision for revenues which may be uncollectible. 

TOTAL OPERATING REVENUES $ 11,918,379.66 $11,108,545.10 

Current Maintenance.$ 1,968,547.98 $ 1,937,591.06 

Cost of inspection, repairs, and rearrangements re¬ 
quired to keep the plant and equipment in good 
operating condition. 


Depreciation Expense . 1,628,669.28 1,605,665.93 

Provision to meet loss of investment when depreciable 
plant is retired from service, based on rates for the 
different classes of property which are designed to 
spread this loss of investment uniformly over its 
service life. Such provision represented approxi¬ 
mately 3.8% of average investment in depreciable 
plant in service during 1941 and 1940. 

Traffic Expenses. 1,268,580.03 1,308,008.23 

Costs incurred in the handling of messages, prin¬ 
cipally operators’ wages. 


Commercial Expenses. 588,892.35 587,451.10 

Costs incurred in business relations with customers ; 
pay station commissions ; also the cost of directories, 
sales activities, advertising, etc. 

Operating Rents . 32,509.50 30,530.08 

Rents for use of buildings, poles, conduits and other 
faculties. 
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The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 


Comparative Consolidated Income Statement (Continued) 
Years Ended December 31, 1941 and December 31, 1940 


Year 1941 

General and Miscellaneous Expenses: 

Executive and Legal Departments. $ 104,115.49 

Accounting and Treasury Departments. 353,008.59 

Provision for employees’ service 

pensions . *135,782.00 

Employees’ sickness, accident, death and 

disability, and other benefits. 91,068.16 

Services received under license contract. 167,855.45 

Other general expenses. 194,720.53 

Less: Expenses charged construction. 80,22o!l5 

Total General and Miscellaneous 
Expenses . $ 966,330.07 

TOTAL OPERATING EXPENSES. $6,453,529.21 
NET OPERATING REVENUES $5,464, 85045 
Operating Taxes : 

Federal Income .$1,147,990.42 

Federal Excess Profits 520,062.27 

Other—principally state, local and social 
security (excludes $23,570.88 in 1941 and 
$22,443.22 in 1940, charged construction).. 1,045,890.57 

Total Operating Taxes. $2,713,93026 

NET OPERATING INCOME $2,750,917.19 


Year 1940 


$ 105,166.60 
336,774.49 

136,029.00 

89,140.57 

156,985.76 

187,722.22 

73,760.0 2 

$ 938,0 58.62 
$6,40 7,305.02 

$4,701, 240.08 

$ 842,094.28 
51,000.00 

1,044,884.23 

$1,937,978.51 

$2,763,261.57 


Other Income. 20,264.27 

Dividends, interest and miscellaneous income. 

Miscellaneous Deductions From Income.... *117,836.03 

INCOME AVAILABLE FOR FIXED 
CHARGES .$2,653,346.43 

Interest Deductions . 47,316.87 


NET INCOME AVAILABLE FOR 
DIVIDENDS . $2,606,030.56 

Dividends on Common Stock . 2,596,950.00 

INCOME BALANCE TRANSFERRED 
TO SURPLUS. $ 9,080.56 


33,076.85 
_ 14,130.38 

$2,782,208.04 

52,195.75 

$2,730,012.29 

2,473,956.00 

$ 256,056.29 


P^v.sionfor employees’ service pensions during 1941 amounted to S236.088.00. of which 
S136.782.00 was charged to operating expenses and S100.306 00 to Miscellaneous Deduc- 
tions from Income. The Companies consider that this latter amount should properly 
have been included in operating expenses, but in view of questions now before the 
Federal Communications Commission as to the accounting for such items, it was charged 
for 1941 against Income. 
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H. W. Heckle, 
General Auditor 
















































CERTIFICATE OF AUDIT 


The Cincinnati and Suburban Bell Telephone Company, 
Cincinnati, Ohio. 

We have examined the consolidated balance sheet of 
The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company as at December 31, 
1941, and the related consolidated income statement 
for the year 1941, have reviewed the system of internal 
control and the accounting procedures of the com¬ 
panies and, without making a detailed audit of the 
transactions, have examined or tested accounting re¬ 
cords of the companies and other supporting evidence, 
by methods and to the extent we deemed appropriate. 
Our examination was made in accordance with gen¬ 
erally accepted auditing standards applicable in the 
circumstances and included all procedures which we 
considered necessary. 

Reference is made to the note to the accompanying 
consolidated income statement regarding the inclusion 
as a miscellaneous deduction from income of a portion 
of the provision made during the year for employees 
service pensions. We concur in the opinion of the 
companies, expressed in such note, that properly such 
item constitutes an operating expense. 

With the explanation appearing in the immediately 
preceding paragraph, in our opinion, the financial state¬ 
ments (pages 7 to 11) present fairly the consolidated 
position of The Cincinnati and Suburban Bell Tele¬ 
phone Company and Citizens Telephone Company at 
December 31, 1941, and the consolidated results of 
their operations for the year 1941, in conformity with 
generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 

Lybrand, Ross Bros. & Montgomery 

Cincinnati, Ohio. 

February 24, 1942. 
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TRUSTEE’S REPORT OF PENSION TRUST FUND 

ESTABLISHED BY 

The Cincinnati and Suburban Bell Telephone Co. 


Balance in Funi>—December 31, 1940.$1,861,856.71 

Additions to Fund During 1941— 

Payments into Fund by Company....$236,088.00 

Interest Revenue, including gain or 

loss on investments disposed of. 64,474.87 

Total Additions .$300,662.87 

Disbursements for pensions during 
1941 . 93,972.01 

Net Increase in Fund. 206,590.86 

Balance in Fund—December 31, 1941.$2,058,447.57 


Comprised of— 

4 % Demand Notes of The Cincinnati and Sub¬ 


urban Bell Telephone Company.$1,119,777.56 

Bonds of Bell Telephone Companies. 217,695.00 

U. S. Government Obligations. 220,685.00 

Public Utility, Railroad and Industrial Bonds. .. 361,148.00 

Cash and accrued interest not due. 139,242.01 


Total ....$2,058,447.57 


Note: Securities are shown on amortized basis. 

Bankers Trust Company, Trustee 

By W. B. Dunckel, 

Trust Officer. 


New York, N. Y.—February 4, 1942 
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